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On Nov. 13, President Reagan announced that the US government will impose trade sanctions
against Brazil in retaliation for that country's failure to abide by a previous commitment to make
its informatics legislation more flexible. According to the statement, US manufacturers of computer
products lose an estimated $105 million in sales on the Brazilian market annually as a result of
unreasonable restrictions on informatics imports. Evidence cited of Brazil's failure to implement
more flexible legislation was a decision in September by the Special Secretariat for Informatics to
deny an import license to six Brazilian hardware companies for the MS-DOS software system by
Miscrosoft Corporation of Seattle. The agency rejected the licensing application on the grounds
that a domestic company makes a product that is "functionally equivalent." According to Reagan's
statement, "This decision establishes a precedent which effectively bans US companies from the
Brazilian software market...It is also likely to increase piracy of foreign software since demand for
the prohibited product will continue." US trade sanctions are twofold. First is a prohibition on
future imports of informatics products covered by the Brazilian government's market reserve policy.
At present, the US does not import Brazilian computer products. Next, tariffs will be raised on a
number of other Brazilian imports in the amount of $105 million to offset US companies' losses. A
White House fact sheet accompanying the president's announcement indicates that the US will raise
tariffs on Brazilian products to be selected during public hearings to take place in the next three
weeks. Since 1983 in bilateral and multilateral forums, the US has delivered complaints to Brasilia,
and requested negotiations to change Brazilian informatics market reserve legislation. In September
1985, the White House initiated an investigation of unfair trade practices under Section 301 of
the Trade Act of 1984. In October 1986 a decision was rendered declaring that Brazil's informatics
policies were unreasonable and unfairly restricted US commerce. However, part of the investigation
was suspended in December 1986, following approval by the Brazilian congress of amendments
removing some trade restrictions which would allow entry of advanced products that domestic
industry does not produce. raise tariffs to offset losses by US companies estimated at $105 million
per year. According to administration officials, the sanctions would have been implemented long
ago were it not for Brazil's status as the Third World's largest debtor nation. Service on Brazil's $113
billion foreign debt (to US and other foreign banks, and multilateral lending institutions) obligates
the government to promote exports and keep imports down. Brasilia has been accused by some US
lawmakers and manufacturers of using the debt burden as an excuse for a vast array of protectionist
practices. Brazil has also been leading a group of nations in opposition to objectives of the Reagan
administration e.g., intellectual property protection and liberalization of agricultural trade policies in
the Uruguay round of world trade talks under the General Agreement on Trade and Tariffs (GATT).
The Reagan administration's decision was communicated by Secretary of State George Shultz to
his Brazilian counterpart Jose Abreu Sodre during a meeting in Washington on Nov. 12. Recent
statements by the Brazilian government indicate that higher tariffs are expected to affect textile,
aircraft, footwear and citrus exports. In Brasilia, Reuters reported that Finance Minister Luis Carlos
Bresser Pereira said the action would not cause his government to change its policies on informatics
import restrictions. "Brazil will continue to follow the economic policy that it considers best for
the country," he said. Brazil's overall trade surplus for 1987 is projected at $9.95 billion. In 1986 the
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overall surplus totaled $8.3 billion, and in 1985, $12.5 billion. Last year, Brazil had a trade surplus
with the US of $3.5 billion. (Basic data from several sources, including PRENSA LATINA, 11/12/87;
NEW YORK TIMES, REUTERS, WASHINGTON POST, 11/14/87)
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